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Working capital provided from operations — 
before drilling and exploration expenditures $ 71,282,972 


NetInCOMme 20 i a a a eo 
PerShare (2 $4.02 
Working Capitalat YearEnd  ... . . $ 56,900,128 


$94,417,959 
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Annual Meeting 
The Annual and Special General 
Meeting of shareholders will b 
held on Wednesday, April 21, 1976: 
at 10:00 a.m. in the Lakevie E 
Mounf Royal Rooms, Calgary I 
320 Fourth Avenue S.W.,, Calg 


Description of Business 


Canadian Superior Oil Ltd. has been engaged in 
exploration and development of oil and gas properties in 
Canada since the 1940's, firstly as a wholly-owned 
subsidiary of The Superior Oil Company, and since 1950 
as a Canadian incorporated public company in which 
The Superior Oil Company of Houston, Texas presently 
owns 53.3% of the outstanding common shares. 


During 1975, approximately 95% of the Company’s 
operating revenue was derived from western Canada, 
89% from Alberta and 6% from the three other western 
provinces. Revenue from properties in the Gulf Coast 
area of the United States and the United Kingdom sector 
of the North Sea accounted for the remaining 5%. For 
the year 1975, sales of crude oil and other liquids 
‘< averaged 37,581 barrels daily and gas sales averaged 240 
~ million cubic feet per day. Sulphur sales from sour gas 

plants in Alberta amounted to 369 tons daily during Alberta. A formal ndfigee? this 
1975. Canadian Superior has varying interests in 52 gas meeting, together ,wWith the proxy 
plants in western Canada. = statement and information circular 
and /form of proxy, is being mailed 
_with this. re - 
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President’s Report 


To The Shareholders: 


Record earnings and an aggressive exploration 
program highlighted the 1975 year. Net income 
increased to $34.4 million, or $4.02 per share, 
compared to $30.6 million, or $3.57 per share, in 
1974. Cash flow increased $14.7 million to $71.3 
million, providing the necessary funds for your 
Company to continue to finance its expanded 
activities with internally generated funds. 


The tempo, but more significantly, the costs of 
the Company’s exploration and drilling programs 
in Canada and internationally increased markedly. 
Worldwide expenditures incurred for drilling and 
exploration rose 73% to $28.9 million in 1975. 


Production and sales of oil, gas and liquid 
products did not change materially from the 
prior year. Operating revenues, however, increased 
38% from $87.5 million in 1974 to $120.6 million in 
1975 as detailed elsewhere in this report. 


At the same time, payments to all levels of 
governments again rose substantially. Income tax- 
es, royalties, mineral taxes, lease rentals and 
property taxes totalled $73.3 million, an increase of 
57% over the prior year. 


Employees 


The Company now has 423 permanent 
employees and the Board of Directors commends 
these people for their dedicated contributions 
toward the Company’s continuing progress. 


Outlook 

Canada, from its earlier position of self- 
sufficiency, has become a net importer of crude oil 
and unprecedented infusions of capital will be 
required to alleviate the growing dependence on 
imported oil. In this high-risk industry, with the 
rapidly escalating costs of exploration and develop- 
ment, it is essential that satisfactory rates of return 
be assured through a reasonable division of income 
between government and industry. 


The past year has seen a gradually improved 
understanding between the producing industry and 
both levels of government. This is evidenced by 
royalty and tax modifications and improved incen- 
tive programs which have greatly increased the 
tempo of exploration activity, particularly in 
Alberta. There are, however, still major hurdles to 
be crossed in formulating a consistent and long- 
term regulatory environment in Canada which will 
restore and maintain investor confidence. 


We believe that, given the proper economic 
assurance, industry will meet the challenge of 
replacing our vital energy reserves. 


ON BEHALF OF THE BOARD, 


President 
March 3, 1976. 


Exploration and Development 


Canada 


Higher oil and gas prices, coupled with improved 
exploration incentives, have resulted in a revival of 
exploration activity. Responding to the improved 
economic climate, your Company is currently engaged in 
an accelerated drilling program in Alberta. 


During 1975, the Company participated in the 
drilling of 58 exploratory wells in Canada, of which 25 
resulted in natural gas discoveries, four resulted in 
oilwells and 29 were abandoned. Seventy-three develop- 
ment wells were drilled during the year, 65 of which were 
productive of oil or gas and eight were unsuccessful. 


Mackenzie Delta 


A comprehensive seismic exploration program was 
conducted, during 1973 and 1974, in the Mackenzie 
Delta region of the Northwest Territories to evaluate 
future exploration plays. In the third quarter of 1975, by 
virtue of two farmin agreements, Canadian Superior 
expanded its acreage position in this area. The “Delta 5 
Group’’, in which Canadian Superior is an equal partner 
(20%), entered into a farmin agreement with Imperial Oil 
Limited involving three areas in the Beaufort-Mackenzie 
Delta area. The Group has committed to drill a test well 
on each of the prospect areas to earn an interest therein 
and has options to earn additional interests by further 
drilling. If all options are exercised, the Group’s interests 
in the three blocks, containing 186,870 permit acres, will 
vary from 45% to 55%. The first commitment well, 
located on a man-made island in Mackenzie Bay, was 
spudded on October 7, 1975 and was abandoned at 
12,500 feet on February 27, 1976. The second commit- 
ment well will commence in the spring of 1976 and the 
third in late 1976 or early 1977. 


Canadian Superior, together with three of the four 
“Delta 5” partners, also concluded farmin arrangements 
with Standard Oil of British Columbia Limited in the 
same area. The farmees have committed to drill a test 
well to earn interests varying from 30% to 50% in 22,760 
permit acres. The earning well which was spudded on 
October 22, 1975 encountered no hydrocarbons and is 
being abandoned at 11,500 feet. 


MACKENZIE DELTA 


Canadian Superior Land Holdings 
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Findley 


In the western Alberta deep basin area, near the 
Town of Grande Cache, a significant Triassic and 
Mississippian gas discovery has been made. Further 
drilling is planned to determine the size and potential of 
the indicated gas reservoir. The first followup well 
commenced drilling on February 3, 1976. Canadian 
Superior has a 35% interest in this area. 


FINDLEY AREA 


BB Canadian Superior Land Holdings 
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Bluesky Shallow Gas — Bede Area, 
Northern Alberta 


Shallow drilling for Bluesky formation gas has 
found substantial reserves in a widespread area of 
northern Alberta where your Company has considerable 
acreage under lease. Six gas wells were completed during 
1975 in this region and 15 more were drilled during 
January and February, 1976. Our interests in these wells 
vary from 35% to 100%. 


Keg River» ol 
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Canadian Superior Land Holdings ™ 
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Atlee Buffalo 


Production from shallow gas wells, which were 
drilled during 1973 in the Atlee Buffalo area in 
southeastern Alberta, commenced late in the second 
quarter of 1975 with the completion of a dehydration 
compression plant. Canadian Superior owns a 15% 
interest in these facilities. A multi-well development 
program in this area commenced in June, 1975 and by 
year end an additional 13 shallow gas wells, in which the 
Company has varying interests, were completed. It is 
expected these wells will be tied into existing plant 
facilities during the second quarter in 1976. Further 
development drilling is underway. 


On a separate wholly-owned block of land to the 
west, a shallow gas discovery was made in 1975. Two 
followup gas wells have been drilled and further develop- 
ment drilling is planned for 1976. 


In the same area, another block of land to the north, 
containing shallow gas rights only, was acquired in 1975. 
This acreage will be evaluated during the current year. 


Enchant - Eyremore 


Two wells drilled in the Enchant-Eyremore area of 
southern Alberta, in which the Company has a 39% and 
59% interest, discovered gas reserves in Cretaceous 
sands. Additional drilling is planned to further develop 
and evaluate this pool. 


Francis, Wandering River, Charron 


In northeastern Alberta, seven successful gas wells 
were drilled in the shallow Cretaceous sands and 
Paleozoic subcrop play. Our interests in these wells vary 
from 25% to 100%. Development drilling will continue in 
this area during 1976. 


Crimson Lake - Ferrier 


In west central Alberta, in the Crimson Lake 
(Radial) area, Canadian Superior has varying interests in 
three wells drilled in a recently developed Cardium gas 
trend. Further drilling is underway. 


Canadian Arctic 


A well on Melville Island in the Canadian Arctic, 
drilled by Panarctic under a farmout agreement at no 
cost to your Company, was abandoned in June, 1975. 
Your Company has no further exploration plans in this 
area for the immediate future. 


Other Areas 


A Cardium gas well (25%) has been completed at 
Niton in west central Alberta, two gas wells (50%) were 
completed at Davey Lake in central Alberta and three 
gas wells (100%) were drilled in the Farrow area of 
central Alberta. In the Algar Field of northeastern 
Alberta, three additional gas wells (50%) have been 
completed. 


Drilling continued in the Turin area of southern 
Alberta during 1975 and resulted in one gas well, ten 
oilwells and two dry holes. Development drilling, in the 
Garrington area of central Alberta, continued during the 
year resulting in seven oilwells. Solution gas from these 
oilwells is now being processed through facilities com- 
pleted in 1975. 


Geophysical Operations — Vibrator Units 


CANADIAN SUPERIOR’S WORLD-WIDE ACTIVITIES 


ACKENZIE DELTA 


J GUATEMALA 
PHILIPPINES 
GULF OF MEXICO 
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International Areas 


During 1975, Canadian Superior continued to 
expand its worldwide operations, building on the solid 
base established in previous years. During 1976, further 
effort will be made to participate in exploration projects 
in geologically-promising areas throughout the world. 


United Arab Emirates - Arabian Gulf 


Four oilwells have now been successfully drilled on 
the Arzanah structure, offshore Abu Dhabi, and a 
decision will soon be made as to whether to proceed with 
commercial development of the field. Canadian Superior 
has a 10% working interest in this project. 


In September, 1975, drilling commenced on the 
offshore well, RAK #1, in Ras Al Khaimah and is 
currently nearing total depth. Your Company will earn 


° : : = 
8.4% in the offshore territory of the Emirate. a 


ARABIAN GULF 
Following a recent seismic program in Umm Al- 


Qaiwain, where the Company holds a 25% interest in the 
offshore area, an exploratory well commenced drilling on 
January 28, 1976. 
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Oman 


In the Arabian Sea, off the coast of Oman, your 
Company has earned a 74% interest in an offshore 
permit for assuming 122% of the costs of the first well, 
Masirah #1, which was abandoned after an extensive 
testing program. A second well will be drilled during the 
last half of 1976 to test another seismic structure. 


India 


Canadian Superior, together with two other 
Canadian companies, recently signed a contract with 
India’s Oil and Natural Gas Commission to explore in 
the Indian portion of the offshore Cauvery Basin, which 
is located in the Palk Strait between India and Sri Lanka 
(Ceylon). An extensive marine seismic program is un- 
derway on the permit and, based on the results, an 
exploratory well may be drilled in the latter half of 1976. 
Your Company’s interest in this project is 21.67%. 


On a large permit in the northwestern part of the 
Bay of Bengal, offshore India, the first of two deep test 
wells was drilled and abandoned on February 20, 1976. 
The second well commenced drilling on February 23, 
1976. Canadian Superior will earn a five percent interest 
in this permit in return for assuming approximately 72% 
of the cost of the first two wells. 


Bangladesh 


In our contract area in Bangladesh, a 4,000-mile 
detailed marine seismic program has been completed. A 
test well must be drilled in the latter part of 1976 if we are 
to maintain our interest in the contract area. 


Guatemala 


Offshore Guatemala, your Company is participating 
in the drilling of a second well, a deep test in the Gulf of 
Honduras, off Puerto Barrios. A 12'4% interest in the 
contract area will be earned by Canadian Superior in 
return for paying 16% of the costs of this well. The initial 
test well was drilled and abandoned in the first quarter of 
1975, 


INDIA — BANGLADESH 
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Papua New Guinea 


A portion of the permits in the Gulf of Papua, in 
which Canadian Superior holds.a 15% interest, has been 
farmed out to a major oil company which is presently 
conducting marine and shallow water seismic surveys to 
supplement our extensive seismic rework program. 
Under the terms of the agreement, the farmee company 
must drill an offshore test well to earn an interest in the 
jointly-held permits. 


Bolivia 

Seismic work on two permits in Bolivia, in which the 
Company has a 25% working interest, is now essentially 
complete and interpretation of data is in progress. A test 
well is planned for later in 1976. 


Tunisia 
An offshore test well is scheduled to be drilled later 
this year on jointly-held acreage in the Gulf of Ham- 


mamet. Canadian Superior’s interest in this test will be 
15%. 


Philippines 

Canadian Superior’s interest in the Sulu Sea area of 
the Philippines was farmed out to another operator which 
earned a 50% interest in the contract area in return for 
drilling a well. The well was spudded January 12, 1976 


and was abandoned on February 21, 1976 at 10,000 
feet. 


Kenya 


A major oil company has conducted a 1,000- 
kilometer seismic program on our jointly-held Kenyan 
permit under the terms of a farmout agreement. The 
program is now being interpreted and future activity will 
depend on these results. 


EXPLORATION AND DRILLING EXPENDITURES 


Millions of Dollars 


GA Outside of Canada 


ne 
78 : 


io Oe see Ie 


Oil and Gas Acreage Holdings 


CANADA 
Producing leases 
Exploratory acreage: 
Western Canada 
Beaufort Sea 
Mackenzie Delta — onshore 


Yukon and Northwest Territories 


Arctic Islands 
East Coast 


INTERNATIONAL 
Producing leases: 


United Kingdom — NorthSea .. . 


U.S.A. — Gulf Coast Area 


Exploratory acreage: 
Arabian Gulf 
Australia 
Bangladesh 
Bolivia 


Indonesia — Arafura Sea 
Kenya 

Papua New Guinea 
Philippines 

Tunisia 


United Kingdom — NorthSea .. . 


U.S.A. Gulf Coast Area 
Other countries 


Total International 


TOTAL ACREAGE 


Gross 


817,560 


5,478,731 
4,134,266 
492,343 
1,296,370 
1,129,228 
2,908,341 


16,256,839 


180,927 


3,896,115 
1,643,500 
2,986,880 
4,906,559 
8,445,772 
45,271,687 
6,669,000 
59971383 
2,594,655 
1,319,225 
488,502 
222,992 
625,594 


85,271,901 


Net 
454,089 


4,013,141 
1,818,967 
246,172 
388,838 
486,020 
550,154 


1,951,908 


6,030 
1,138 


3535719 
288,763 
1,493,440 
1,226,640 
1,829,945 
1,655,040 
1,111,500 
869,960 
167,859 
227,844 
30,472 
27,483 
95,167 


9,385,060 


101,528,740 


17,342,441 
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North Sea 


Under a farmin agreement Canadian Superior 
stands to earn a 5% interest in Block 21/2 in the United 
Kingdom sector of the North Sea where two exploratory 
test wells were drilled during 1975. One resulted in an oil 
discovery; the other, in a gas condensate discovery. 
Further evaluation will be necessary before commercial 
viability can be established. An exploratory test was also 
drilled on Block 205/26 (4%) west of the Shetland Islands 
and subsequently abandoned in July, 1975. 


GERMANY 


48/11 3.3% 


Canadian Superior 


Company Interest Land Holdings 


In the Netherlands sector of the North Sea, a 
Rotliegendes gas discovery was drilled on Block K-12 (3- 
1/3%) at no cost to Canadian Superior. Commercial 
viability has not been established and another deep test is 
called for under the farmout agreement. 


Expansion of production facilities in the Hewett and 
Leman fields continued during 1975. The Company’s 
share of revenue from these fields amounted to $1.3 
million, an increase of 19% over 1974, due largely to 
modest price increases. 
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GULF OF MEXICO 


GULF OF MEXICO 


United States - Gulf of Mexico 


During the past year, the Company participated in 
12 exploratory tests in the Texas portion of the Gulf of 
Mexico. Two of these, Mustang Island Block 831 (15%) 
and High Island Block A-342 (6%), encountered 
hydrocarbon-bearing sands which may prove to be of 
potential significance. Additional drilling is planned 
during 1976. 


Production platforms have now been installed on 
High Island Blocks A-323 (1.5%), A-520 (1.5%) and 110 
(0.75%) and development drilling is well underway. 


r A Canadian Superior Land Holdings 


At Federal lease sales during 1975 in the Texas 
offshore area, the Company acquired interests varying 
from 0.75% to 40% in 14 lease blocks. Canadian 
Superior’s share of these acquisition costs amounted to 
$6.2 million. 


Production revenue from Brazos Block A-1 (5%) 
amounted to $413,000 in 1975, an increase of 16% over 
1974. 


In the offshore Louisiana area, Eugene Island Block 
296 (5%) and 306 (5.6%) fields are now fully developed 
and combined revenue from production amounted to 
$4.7 million in 1975, an increase of 57% over 1974. 


Jack-up Drilling Rig in the Gulf of Mexico 


Installation of production facilities on South Marsh 
Island Block 243 (10%) and 249 (7%) fields encountered 
delays and initial production is now anticipated late in 
1976. 


During 1975, your Company was successful in 
jointly acquiring interests in three blocks at Federal lease 
sales in offshore Louisiana at a cost to the Company of 
$625,000. They comprise West Cameron Block 98 (15%) 
and 99 (20%) and West Delta Block 119 (5%). 


In summary, your Company now has an interest in 
nine commercial fields in the Gulf of Mexico; five in 
Texas and four in Louisiana. Of these, only two in 
Louisiana and one in Texas are on production. The 
remainder are at various stages of development. 


During the past year, the Company participated in 
16 offshore exploration wells resulting in four discoveries 
of potential significance. A substantial exploration 
drilling program is continuing during 1976. 


Minerals Exploration 


During 1975, your Company was involved in 
mineral exploration in Canada, the United States, 
Ireland, Australia and the Philippine Islands and 
preliminary investigations were made in other countries. 
In Canada and the United States work was initiated or 
continued on twenty-eight projects in which the Com- 
pany holds mineral rights. Sixteen of these prospects 
represent property acquisition through staking or govern- 
ment permits. Twelve are properties acquired by option 
or lease. Drilling was carried out on eleven of the above 
mineral properties. 


Two of the Company’s properties were farmed out 
to other operators. 


The Company has a 16.7% interest in the Minto 
property in the Yukon, on which diamond drilling has 
outlined a copper orebody. A 22.25% interest is held in 
the DeLamar silver-gold mine in Idaho which is 
scheduled to start milling early in 1977 at 1,800 tons a 
day. A 50% interest is held in an option on the Big Onion 
property in British Columbia on which preliminary 
drilling has indicated potential for a porphyry-copper 
deposit. 


During 1975, Canadian Superior’s share of expen- 
ditures on mineral exploration totalled $1.2 million. 


Northern Prospector’s Camp 
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1975 Sales by Major Fields and Areas 
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INTERNATIONAL 


United Kingdom 
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GRAND TOTAL 


Note: 
mineral taxes. 


Oil Condensate L.P.G. Gas Sulphur 
(Bbls.) (Bbls.) (Bbls.) (Mcf) (L. Tons) 
2,214,330 1,090,808 930,491 16,636,706 32,701 
35,956 303,585 316,911. 20,917,359 79,525 
527,218 234,273 483,232 9,413,518 — 
1,216,345 47,534 —_ 1,015,187 2,969 
1,006,030 1302 6,322 680,425 — 
— 431,024 229,674 1,980,922 15,341 
474,789 — 649,260 = 
— 108,358 — 5,215,189 653 
188,806 19,642 31,429 815,101 — 
66,234 45,705 48,118 1,830,578 — 
18,659 27,741 42,973 1,619,692 — 
— 29,959 a 2,137,492 — 
296,805 10,506 —_— 173,199 —— 
255,196 1,842 14,143 16,647 — 
17,098 21,060 27,419 1,403,801 — 
26,025 18,408 12,361 1,070,668 1,877 
945,315 93,016 41,918 7,307,434 1,558 
7,288,806 2,490,763 2,184,991 72,883,178 134,624 
403,363 167,895 
310,099 —- 
404,036 236,736 
1,117,498 404,631 
310,006 3,079,779 
115,248 
8,831,558 2,490,763 2,184,991 76,367,588 134,624 
10,429 4,318,207 
141,618 57,656 7,074,506 
8,831,558 2,642,810 2,242,647 87,760,301 134,624 


Operating 
Revenue 


$ 34,579,153 


17,443,658 
10,450,648 
$5525;356 
5,446,655 
4,411,938 
2,891,743 
2,882,150 
1,929,942 
1,868,311 
1,695,797 
1,588,055 
1,373,892 
127 15798 
1,076,091 
1,016,908 
9,293,583 


107,745,671 


1,421,504 
1,046,504 
13561 {339 


4,029,345 
1,870,895 
542,489 
114,188,400 


1,314,026 


5,110,029 


$120,612,455 


Volumes are stated as gross before royalties; operating revenue is expressed as net after royalties and 


Production and Sales 


Crude Oil and Condensate 


Sales of crude oil and condensate averaged 31,437 
barrels per day during 1975, down 9% from the previous 
year. This decline was primarily due to a reduction in 
export demand. 


Price controls of crude oil and condensate remained 
in effect through 1975 at the producer level. Federal and 
provincial governments permitted a price increase of 
$1.50 per barrel to approximately $8.00 per barrel 
effective July 1, 1975. Condensate, which previously 
commanded a premium over the highest priced crude, 
lost its advantage when a surplus developed during the 
year. 


LPG Storage Tanks — Harmattan Area Plant 


The Federal Government reduced export allowables 
of crude oil and condensate to the United States from 
750,000 barrels daily to 510,000 barrels on January 1, 
1976. A further reduction is expected later in 1976 to 
bring the average down to 460,000 barrels per day for the 
year. To partially offset this loss of market, it is 
anticipated that approximately 250,000 barrels of crude 
per day will begin moving to Montreal sometime in the 
third quarter of 1976 via the new Interprovincial Pipe 
Line extension. 
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The Federal Government’s export tax, initiated in 
late 1973 on western Canadian crude oil and condensate 
exported to the United States, was continued throughout 
1975. This export tax constitutes the difference between 
the fixed Canadian price and the prevailing international 
price and amounted to $4.50 per barrel at year end. The 
proceeds from this tax are used to subsidize the imports 
of higher priced crude oil into eastern Canada. The 
proposed cutbacks in exports will put pressure on the 
Canadian Government’s oil price equalization plan and 
may result in another upward adjustment of Canadian 
crude oil prices on July 1, 1976. 


Liquefied Petroleum Gases 


Propane and butane production increased 4% over 
1975 to a daily average of 6,144 barrels per day. Prices 
continued relatively strong although sales during the 
third and fourth quarters were lower than normal due to 
unseasonably warm weather in the areas traditionally 
served by Canadian producers. The Company’s 50% 
interest in Hardisty underground storage facilities has 
provided the flexibility required to cope with this situa- 
tion. 


Natural Gas 


Total natural gas sales from Canadian and 
international sources increased four percent during the 
year to an average of 240 million cubic feet per day. 
Canadian production represented 87% of the total sales 
and increased three percent. United States and United 
Kingdom production increased 13% over the prior year. 


OIL AND GAS LIQUIDS SALES 


Thousands of Barrels Daily 


197] 1972 1973 


Significant price increases, particularly in Canada, in late 
1974 and during 1975 resulted in a 120% improvement in 
revenue from this source over 1974. 


Effective November 1, 1975, a combination of 
federal and provincial legislation established wellhead 
prices in Alberta at approximately 75¢ per Mcf, ex- 
cluding export rebates. 


On January 1, 1975 the border price of Canadian 
natural gas exported to the United States was established 
by the Federal Government at $1.00 per Mcf. The export 
price was subsequently raised to $1.40 per Mcf on August 
1, 1975 and to $1.60 per Mcf on November 1, 1975. 
From January to November, your Company received 
varying rebates on a portion of the difference between the 
domestic and export prices; however, effective November 
1, 1975 new Alberta legislation required all export 
rebates to be distributed equitably on all gas sales and the 
Company is currently receiving approximately 23¢ per 
Mef additional revenue from such rebates. 


Sulphur 


Sulphur sales volume was down substantially from 
1974 due to decreased demand for fertilizer in both the 
North American and offshore markets. North American 
liquid sulphur prices improved over 1974, while offshore 
bulk sulphur prices declined during the year. 

Your Company has increased its participation in the 
Agri-Sul Fertilizer Plant from 33% to 50%. This plant is 
now on stream and should initially manufacture 50,000 
tons of granular water-degradable sulphur fertilizer per 
year. 


NATURAL GAS SALES 


Millions of Cubic Feet Daily 
a Outsidesof Canada = + ee eee VY.) Se 250 


230.9 


1971 1972 1973 1974 1975 


LPG Recovery Facilities — Harmattan Area Plant 


SULPHUR SALES PLANT AND EQUIPMENT EXPENDITURES 


long Tons Daily Millions of Dollars 


| | | i 
1971 1972 1973 1974 1975 197] 1972 1973 1974 1975 
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Night Operations at Harmattan Area Gas Plant 
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Revenues 


OTHER INCOME 


Expenditures 


GEOLOGICAL 
AND GEOPHYSICAL 


1975 
Financial 
Statements 


LEASE RENTALS 2% 


Geographical Source of Operating Revenue 


SASKATCHEWAN, MANITOBA 
AND BRITISH COLUMBIA 


U.S.A. (GULF COAST) 
UNITED KINGDOM 1.1% 
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Canadian Superior Oil Ltd. 


Consolidated Statement of Income and Retained Earnings 


For the Years Ended December 31, 1975 and 1974 


Income 


Operating income, less royalties and mineral taxes 
Interest, dividends and other income 


Expenses 
Operating, administrative and general expenses . 
Rents of undeveloped properties : 
Exploration — geological and geophysical 
Intangible drilling expenditures : 
Depreciation 
Depletion 
Leases abandoned 


Income Before Income Taxes 


Provision for income taxes 
Current 
Deferred 


Net Income 
Retained Earnings at Beginning of Year 
Retained Earnings at End of Year . 


Average Shares Outstanding 


Net Income Per Share based on average number 
of shares outstanding 


1975 


$120,612,455 
6,615,743 


127,228,198 


17,337,826 
2,470,937 
7,161,549 

21,725,821 
6,530,844 

992,440 
4,609,264 


60,828,681 
66,399,517 


36,136,463 
(4,100,000) 


32,036,463 
34,363,054 
102,637,569 
$137,000,623 


8,553,311 


$4.02 


1974 


$ 87,479,268 
6,938,691 


94,417,959 


14,377,368 
2,092,465 
7,028,776 
9,637,434 
6,020,511 

894,414 
3,866,868 


43,917,836 


50,500, 123 


21,348,370 
(1,404,000) 


19,944,370 


30,555,733 
72,081,816 


$102,637,569 


8,551,403 


$3.57 


Canadian Superior Oil Ltd. 


Consolidated Statement of Changes in Financial Position 


For the Years Ended December 31, 1975 and 1974 


Source of Working Capital 
Net income : 
Add charges to income not requiring the: use 
of working capital including depreciation, 
depletion, leases abandoned and 
deferred income taxes 


Add drilling and exploration expenditures 


Working capital provided from operations before 
drilling and exploration expenditures 


Capital stock issued for cash a : 
Miscellaneous : : 


Use of Working Capital 

Capital expenditures 
Lease acquisition 
Plant and equipment : 

Exploration — geological and geophysical 

Intangible drilling costs a 
Total capital, drilling and exploration expenditures 

Drilling deposit — Beaufort Sea 

Investment in other companies 

Decrease in prepaid gas revenue 

Miscellaneous é 


Increase in Working Capital : 
Working Capital at Beginning of year 


Working Capital at End of Year 


Changes in Components of Working Capital 


Increase (decrease) in current assets 
Cash : 
Short term investments 
Accounts receivable 


Inventories 
Net increase in current assets 


Increase in current liabilities 
~ Accounts payable 
Income taxes payable 


Net increase in current liabilities 
Increase in Working Capital 


1975 


$ 34,363,054 


8,032,548 


42,395,602 


28,887,370 


71,282,972 


6,210 
186,656 


71,475,838 


AF 


9,083,101 
12,245,511 
7,161,549 


21,725,821 


50,215,982 
2,304,015 
509,155 
25,434 


53,054,586 


18,421,252 
38,478,876 


56,900,128 


553,566 
21,470,888 
14,384,824 

2,565,565 


38,974,843 


15,932,717 
4,620,874 


20,553,591 
$ 18,421,252 


FA 


1974 


30;559;793 


9,371,195 


39,933,546 
16,666,210 


56,599,756 


156,000 
474,710 


A 


FA 


$ 


57,230,466 


12,497,363 
5,774,506 
7,028,776 
9,637,434 


34,938,079 


1,532,500 
488,762 
187,367 
241,140 


37,387,848 


19,842,618 
18,636,258 


38,478,876 


(1,015,885) 

17,967,880 

13,151,035 
4,007,400 


34,110,430 


9;220,320 


5,047,492 


14,267,812 


19,842,618 


Canadian Superior Oil Ltd. 


Consolidated Balance Sheet at December 31, 1975 and 1974 


Assets 


Current Assets 
Cash : : 
Short term investments, at cost : 
Accounts receivable 
Inventories, at lower of cost or net realizable value 
Sulphur and liquid products 
Materials and supplies 


Investments, at cost (Note 2) 


McIntyre Mines Limited (quoted market value 
1975 $4,162,922; 1974 $2,562,344) 

Falconbridge Nickel Mines Limited (quoted market ae 
1975 $565,500; 1974 $475,313) ae 


Other investments 


Properties, Plant and Equipment, at cost (Note 1) 


Undeveloped properties 
Producing properties 

Production equipment 
Gas plants and related facilities . 
Other property and equipment 


Less: Accumulated depreciation and depletion 


Deferred Charges 


Prepaid lease rentals 
Other 
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1975 


$ 1,270,478 
52,610,716 
40,320,727 


5,215,438 
3,822,378 


103,239,737 


9,764,713 


1,729,290 
5,486,411 


16,980,414 


45,493,755 
28,784,095 
40,905,611 
64,211,561 

6,983,265 


186,378,287 


71,679,049 


114,699,238 


856,020 


2,505,666 


3,361,686 


$238,281,075 


1974 


$:  O.912 
31,139,828 
25,935,903 


3,682,872 
211895375 


64,264,894 


9,005,499 


1,729,290 
4,014,294 


14,749,083 


44 080,067 
25,125,927, 
37,675,244 
59,436,214 

2,295,191 


169,912,643 
64,295,498 
105,617,145 


924,470 
2,411,782 


3,336,252 


$187,967,374 


Liabilities 


Current Liabilities 


Accounts payable 
Income taxes payable 


Prepaid Gas Revenue 


Deferred Income Taxes 
Shareholders’ Equity 
Capital stock of $1 par value (Note 4) 
Authorized — 10,000,000 shares 
Issued and outstanding — 8,553,586 shares ee — 8,553 ne 


Capital in excess of par value 
Retained earnings, per accompanying statement | 


Commitments and Contingent Liabilities (Note 3) 


Approved by the Board 


Director 


Viton — Director 


1975 


$ 31,663,098 
14,676,511 


46,339,609 


1974 


$, 15,730,381 


10,055,637 


1,975,818 


13,248,000 


25,786,018 


8,553,586 
31,163,439 
137,000,623 


176,717,648 


$238,281,075 


2,484,972 


17,348,000 


8,553,286 
Sh 1575.29 
102,637,569 


142,348,384 


$187,967,374 


2A 


Notes to Consolidated Financial Statements 


1. Accounting policies: 


The consolidated financial statements include the accounts of Canadian Superior Oil Ltd. and its subsidiaries, all 
of which are wholly owned. 


The costs of petroleum and natural gas interests are initially capitalized. Property costs are transferred from 
undeveloped to producing properties when production commences; costs of properties abandoned are charged against 
income when the properties are surrendered. Depletion of producing properties is provided by the unit of production 
method based on estimated recoverable reserves of oil and gas. Accumulated depletion as at December 31, 1975 
amounted to $6,654,603 (1974 — $5,664,145). 


Exploration expenditures and intangible drilling expenditures applicable to both oe wells and dry holes 
are charged to income as incurred. 


Depreciation is provided by the diminishing balance method at the following rates: — 


Production equipment (including casing) a 
Gas plants and related facilities ek 


The Companies follow the allocation method of accounting for income taxes. 


Foreign currency balances included in the consolidated financial statements have been expressed in Canadian 
dollars on the following basis: — 


Current assets and liabilities — at rate of exchange at the year end 
Other assets and liabilities — at historical rates of exchange 


Income and expenses — at monthly rates of exchange except provisions for depreciation and 
amortization which are translated on the same basis as the related assets. 


2. Investments: 


Investments are carried at cost. At December 31, 1975 the cost of investments with quoted market values 
exceeded the market value of such investments by $7,594,087 (1974 — $8,397,248). In the opinion of management, 
such excess of cost over market does not represent a permanent impairment in value and accordingly no write down is 
required under Canadian generally accepted accounting principles. 


In December, 1975 the Financial Accounting Standards Board in the United States issued Statement 12 — 
‘Accounting for Certain Marketable Securities’. This statement of accounting standards, which is applicable to U.S. 
companies, requires that marketable securities be carried at the lower of cost or market. When the securities are 
classified as non-current assets, changes in market value are to be included in a ‘“‘valuation allowance” which is 
recorded in the equity section of the balance sheet when the change is not considered to be a permanent decline. 


Had the Companies followed FASB 12, investments would have been reduced by $7,594,087 at December 31, 
1975 with a corresponding decrease in shareholders’ equity. No charge would be made against earnings. 
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3. Commitments and contingent liabilities: 


The Company has a lease on office premises which expires in 1990 (with an option to renew). Under the terms of 
the lease, the Company is required to pay an annual net rental of $702,000. 


The Company might be required under certain conditions to make payments under guarantee and other 
contractual arrangements principally in connection with: — 
(a) pipe line transportation, and 
(b) the issuance to various governments and organizations of non-interest bearing demand promissory notes 
and letters of credit to be held as work performance deposits in respect of exploratory obligations. 


The contingent liability under such arrangements does not exceed $8,000,000. 


4. Stock options: 


Under the Company’s stock option plan, options on 45,000 shares at $20.70 were granted in 1974 to certain 
officers and key employees of the Company and its subsidiaries, which price was not lower than 90% of the market 
value on the business day prior to the date of grant. No options were granted in 1975. 


During 1975 options on 300 shares were exercised for a cash consideration of $6,210 (1974 — 5,000 shares for a 
cash consideration of $156,000). As at December 31, 1975 options on 46,230 shares at prices ranging from $20.70 to 
$28.60 (of which 39,000 were granted to directors and officers) were outstanding, and 51,700 were available for future 
grants. The outstanding options expire in 1984 except for options on 1,530 shares which expire in 1979. 


5. Statutory information: 


During 1975 there were fourteen directors, including four past directors. Their total remuneration and directors’ 
fees in their capacities as directors amounted to $46,000 (1974 — nil). There were eleven officers, including one past 
officer, (six of whom were also directors) whose total remuneration as officers amounted to $781,220 (1974 — 
$686,515). 


Auditors’ Report 


To the Shareholders of 
CANADIAN SUPERIOR OIL LTD. 


We have examined the consolidated balance sheet of Canadian Superior Oil Ltd. and its subsidiaries as 
at December 31, 1975 and 1974 and the consolidated statements of income and retained earnings and 
changes in financial position for the years then ended. Our examinations were made in accordance with 
generally accepted auditing standards and accordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the 
Companies as at December 31, 1975 and 1974 and the results of their operations and the changes in 
financial position for the years then ended, in conformity with generally accepted accounting principles 
consistently applied. 


February 13, 1976 PRICE WATERHOUSE & CO. 
CALGARY, Alberta. Chartered Accountants. 
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Five Year Summary 
SUMMARY OF OPERATIONS 


INCOME AND RETAINED EARNINGS 
(Amounts in thousands of dollars) 


Income 
Operating income 
Interest, dividends and ether income 


Expenses 
Operating, administrative 
and general 
Interest on long term debt. 
Rents of undeveloped leases 
Exploration expenses . 
Intangible drilling expenditures 
Leases abandoned 
Provision for depreciation, 
depletion and amortization 


Income before income taxes 


Provision for income taxes 
Current 
Deferred 


Net income : 
Retained earnings at beginning of year 


Retained earnings at end of year 


Average shares outstanding 

Net income per share (in dollars) 
based on average number of 
shares outstanding 


OTHER FINANCIAL DATA 
(Amounts in thousands of dollars) 


Working capital provided from 
operations — before drilling 
and exploration expenditures 

Working capital at year end 

Expenditures 
Oil and gas properties 
Plant and equipment 
Intangible drilling 
Exploration — geological 

and geophysical 


Expenditures incurred outside 
of Canada included above 
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1975 


$120,612 
6,616 


127,228 


17,338 


2,471 
7,162 
21,726 
4,609 


7,525 
60,829 
66,399 


36,136 
(4,100) 


32,036 


34,363 
102,638 


$137,001 
8,553,311 


$4.02 


$ 71,283 
$ 56,900 
$ 9,083 
12,245 
21,726 


7,162 
$ 50,216 


$ 27,086 


1974 


$ 87,479 
6,939 


94,418 


14,377 


2,093 
7,029 
9,637 
3,867 


6,915 
43,918 
50,500 


21,348 
(1,404) 


19,944 


30,556 
72,082 


$102,638 
8,551,403 


$3.57 


$ 56,600 
$ 38,479 
$ 12,497 
Site 
9,637 


7,029 
$ 34,938 


$ 19,762 


1973 


$59,267 
2,803 


62,070 


12,406 


2,205 
5,406 
8,282 
2,697 


6,730 
37,726 
24,344 


11,060 
(2,854) 


8,206 


16,138 
55,944 


$72,082 
S.595,551 


$1.89 


$36,399 
$18,636 
$ 7,580 
5,839 
8,282 


5,406 
$27,107 


$12,352 


1972 


$44,563 
1,834 


46,397 


10,862 


2,225 
4,430 
7,678 
1,093 


6,397 
32,685 
13,712 


6,315 
(1,022) 


3,293 


8,419 
47,525 


$55,944 
8,507,302 


$0.99 


$26,995 
$16,974 
$ 7,445 
11,074 
7,678 


4,430 


$30,627 


$11,045 


1971 


$40,243 
1,816 


42,059 


8,696 
31,988 
10,071 


(264) 
4,251 


3,987 


6,084 
41,441 


$47,525 
8,503,001 


$0.72 


$28,245 
$15,761 
$ 2,447 
10,670 
3,361 


5,052 
$21,530 


$ 2,051 


Management’s Discussion and Analysis of the Summary of Operations. 


1975 


Total revenue from all sources reached a record high 
of $127.2 million. Gross operating income from the sale 
of petroleum products amounted to $120.6 million, an 
increase of $33.1 million over 1974. Other non-operating 
income declined from $6.9 million to $6.6 million. Net 
income for the year increased to $34.4 million, or $4.02 
per share, compared to $30.6 million, or $3.57 per share, 
in 1974. Cash flow before drilling and exploration 
expenditures amounted to $71.3 million compared to 
$56.6 million in 1974. Working capital increased by 
$18.4 million to $56.9 million at the year end. 


The increase in operating revenue during 1975 
resulted primarily from improved oil and gas prices, with 
the greatest impact occurring in the final quarter of 1975. 
Crude oil and condensate sales for the year declined 9% 
to 31,437 barrels per day, due essentially to the reduction 
in exports to the United States. The reduced volume was 
more than offset by a price increase of $1.50 to $8.00 per 
barrel effective July 1, 1975, which increased revenue by 
13% to $61.3 million. Although natural gas sales volumes 
increased only four percent during the year, significant 
price increases, together with rebates on exported gas, 
accounted for an increase of 120% in revenue from this 
source. A combination of federal and provincial legisla- 
tion resulted in Alberta wellhead prices being established 
at about 75¢ per Mcf effective November 1, 1975. 
Rebates, as a result of Federal Government action to 
raise the price of gas exported to the United States, have 
varied throughout the year, but at year end amounted to 
an additional 23¢ per Mcf on all Alberta sales. Natural 
gas sales totalled $45.7 million and accounted for 38% of 
total operating revenue and is now the Company’s major 
source of income. 


Worldwide capital expenditures on properties, plant 
and equipment amounted to $21.3 million, an increase of 
$3.1 million over 1974. Exploration and drilling expen- 
ditures increased 73% to $28.9 million and represented 
the most significant increase in charges to income in 
1975. Expenditures incurred outside of Canada are 
summarized in the accompanying table. 


Expenditures Incurred Outside of Canada 
(Thousands of dollars) 


1975 1974 1973 
PETROLEUM 
United States* $11,853 $ 9,629 $ 7,845 
Arabian Gulf 
Abu Dhabi 1,431 


Umm AI-Qaiwain 
United Kingdom 
Guatemala 
Bangladesh 


Indonesia 
Papua New Guinea 
Bolivia 


1,890 
19,079 


MINERALS 


United States 
Australia 


319 
$19,762 $12,352 


Includes lease acquisition costs of $6.8 million in 1975, $7.0 
million in 1974, $5.4 million in 1973. 


Operating, administrative and general expenses 
increased 21% to $17.3 million due to the addition of new 
producing facilities, higher salaries and wages, and 
general inflationary increases in other costs. 


Earned depletion generated by past exploration and 
development expenditures was fully utilized during the 
year for income tax purposes. Use of these carry- 
forwards reduced tax otherwise payable for the year by 
approximately $3.5 million. Depletion allowance, which 
must now be earned by Canadian exploration and drilling 
expenditures, will be significantly less effective in 
reducing the Company’s tax burden. 
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Provision for income taxes increased 61% from 
$19.9 million in 1974 to $32.0 million in 1975. The 
drawdown of deferred income taxes increased from $1.4 
million in 1974 to $4.1 million in 1975. This drawdown is 
the result of timing differences stemming from writing 
off more in the financial accounts than may be deducted 
for income tax purposes. Prior to 1972, the reverse 
situation prevailed when the Company was able to claim 
more for tax purposes than charged to income in the 
accounts. 


1974 


Operating income amounted to $87.5 million, an 
increase of $28.2 million over 1973, due to improved 
prices of all products. Other non-operating income 
increased to $6.9 million from $2.8 million, due to higher 
interest earned on shcrt term investments and improved 
profits on products purchased for resale. Cash flow 
amounted to $56.6 million compared to $36.4 million in 
1973. Net income for the year increased 89% to $30.6 
million, or $3.57 per share, compared to $16.1 million, or 
$1.89 per share in 1973. 


The increase in the provision for income taxes from 
$8.2 million in 1973 to $19.9 million in 1974 was due to 
higher income and to a change in the Income Tax Act 
providing that royalties and similar payments to provin- 
cial governments be included in taxable income. 


Prior Periods 


Operating costs in 1971 reflect an adjustment of $1.3 
million charged against income in that year when it was 
decided to write-off excess sulphur inventories due to a 
worldwide decline in sulphur prices and a deteriorating 
offshore market for bulk sulphur. 


Exploration and preproduction expenditures in- 
curred prior to August 31, 1958 were capitalized and 
amortized on a unit of production basis. These expen- 
ditures were fully amortized in 1971 by a charge to 
income of $3.5 million included in depreciation, depletion 
and amortization. 
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GROSS REVENUE 


Millions of Dollars 


1971 1972 1973 1974 1975 


NET INCOME 


Millions of Dollars 


ssoraansvanannaronemssuesnianeascnenasnnean 


1971 1972 1973 1974 ‘1975 


WORKING CAPITAL PROVIDED FROM OPERATIONS 


before drilling and exploration expenditures 


Millions of Dollars 


1972 1973 1974 


Five Year Summary 


1975 1974 


MARKET AND DIVIDEND INFORMATION 


Sales price of common stock (per share) — Principal market: Toronto Stock 
First quarter — high $33 $60 
— low 20% 54% 
Second quarter — high 44", 56 
— low 32 36% 
Third quarter — high 44 41% 
— low 34% 262 
Fourth quarter — high 45 33% 
— low 37 19% 


The Company’s shares are also traded on the American Stock Exchange. 


Dividends — no dividends have been paid to date. 


Number of shareholders of record 6,304 6,609 
OPERATING DATA 
Wells drilled and completed Gross Net Gross Net 
Exploratory — productive 34 45 12 
— abandoned 54 12 80 17 
Development — productive 77 30 84 15 
— abandoned 14 3 14 1 
9 86 20345 
Gross daily sales: 
Crude oil (Bbls.) 24,196 26,929 
Condensate (Bbls.) wk 7,241 7.536 
Propane and butane (Bbls.) 6,144 5,892 
Total oil and gas liquids (Bbls.) 37,581 40,357 
Residue gas (Mcf) 240,439 230,944 
Sulphur (Long tons) 369 639 
Number of Employees 423 413 


1973 


Exchange. 


$58% 
50% 


542 
402 


57% 
47% 


60% 
54 


6,903 


28,390 
T5195 
4,692 


40,837 


221,365 
622 


397 


1972 


$45% 
40 


46% 
39% 


51% 
45 


58 
49" 


7,629 


26,134 
8,067 
ays) 


39,419 


175,836 
S22 


386 


1971 


$40% 
36'% 


46 
38% 


45% 
41% 


44 
35% 


8,392 


Gross Net 


21 4 
65 17 


24,508 
Tat9 
4,772 


36,499 


158,111 
463 


384 
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Quarterly Results 


The accompanying table compares quarterly 


operating results for the years 1975 and 1974. 


Consolidated net income for the fourth quarter of 
1975 amounted to $9.9 million ($1.15 per share) com- 
pared to $9.5 million ($1.11 per share) for the fourth 
quarter of 1974. Cash flow amounted to $22.6 million 
compared to $16.3 million in 1974. 


Gross operating income from the sale of petroleum 
products amounted to $36.4 million, an increase of $10.6 
million over the fourth quarter of 1974, reflecting the 
effect of price increases, particularly for natural gas. 


Intangible drilling costs during the fourth quarter 
increased from $2.4 million in 1974 to $8.9 million in 
LOTS: 


Provision for income taxes amounted to $10.3 
million in the fourth quarter of 1975 compared to $6.1 
million in 1974; an increase of 68%. 
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Quarterly Results 
(Amounts in thousands of dollars) 


GROSS INCOME 
First Quarter 
Second Quarter 
Third Quarter 
Fourth Quarter 


EXPLORATION AND DRILLING 
EXPENSES 

First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 


OPERATING, ADMINISTRATIVE 
AND OTHER EXPENSES 

First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 


PROVISION FOR INCOME TAXES 
First Quarter 
Second Quarter 
Third Quarter 
Fourth Quarter 


NET INCOME 
First Quarter 
Second Quarter 
Third Quarter 
Fourth Quarter 


EARNINGS PER SHARE (in dollars) 
First Quarter 
Second Quarter 
Third Quarter 
Fourth Quarter 


1975 


$ 32,277 
26,316 
30,027 
38,608 


$127,228 


$ 5,804 
5,936 
6,218 


10,929 


$28,887 


$ 8,354 
7,808 
8,322 
7,457 


1974 


$20,922 
22,703 
22,741 


28,052 


$94,418 


$ 4,959 
3,385 
3,956 
4,366 


$16,666 


$ 5,708 
6,703 
6,806 

8,035. 


$31,941 


$ 7,453 
6,249 
7,999 


10,336 
$32,037 


$10,666 
6,323 
7,488 
9,886 


$27,252 


$3,637 
4,948 
5,218 
6,141 


$19,944 


$ 6,618 
7,667 
6,761 
9,510 


$30,556 
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To The Shareholders: 


FINANCIAL 


Consolidated net income for the six months ending 
June 30, 1975 amounted to $17.0 million ($1.99 per share) 
compared to $14.3 million ($1.67 per share) restated for the 
same period in 1974. Provision for current and deferred 
income taxes (up 60%) reflects the impact of the new 
Federal tax legislation which disallowed the deduction of 
royalties and like payments retroactive to May 7, 1974. In 
the corresponding period of 1974, only the months of May 
and June were affected and have been restated according- 
ly. Cash flow amounted to $33.2 million compared to $27.1 
million, restated for the corresponding period in 1974. 
Gross revenue from all sources increased 34% to $58.6 
million. 

Earnings for the three-month period ended June 30, 
1975, while down 18% compared with the same period a 
year ago, dropped 41% compared with the first three 
months of this year. Cash flow from operations also fell 
28% during the comparable period. This is largely a 
reflection of the continued reduction of crude oil exports 
during the second quarter and the seasonal decline in gas 
sales. | 

Earned depletion generated by past exploration and 
development expenditures has now been fully utilized for 
income tax purposes. Use of these carry-forwards reduced 
tax otherwise payable by approximately $3.5 million during 
the first half of 1975. Depletion allowance for the balance of 
the year and in the future will be significantly less effective 
in helping to reduce the company’s tax burden. 


In line with the Federal Government's stated policy of a 
phased adjustment to higher energy prices, the budget of 
June 23, 1975 provided for crude oil and natural gas price 
increases. The price of crude oil was increased $1.50 per 
barrel to an average price of approximately $8.00 per 
barrel effective July 1, 1975. This crude oil price increase, 
as it applies to Canadian Superior’s Crown production in 
Alberta, is expected to provide an additional net income of 
approximately twenty-five cents per barrel. In other 
producing provinces, it is anticipated the increase will be 
negligible because of increased royalties and taxes. The 
majority of the company’s oil production is from Alberta 
and approximately 55% of that is from Crown lands. The 
remaining 45% is from freehold and grant lands where the 
net return might be somewhat higher depending on the 
reserves tax rate set by the Provincial Government. 


The Federal Government has stated that the price of 
natural gas for inter-provincial sales in future will be 
determined by reference to the city gate price at Toronto. 
Increased transmission charges and a general lack of 
information as to how the increase will be effected makes it 
difficult to ascertain the impact on the Company's revenue. 
It does appear certain however, that the previously an- 
nounced arbitration award of $1.15 per Mcf, applicable to 
77% of the company’s gas sales, will be over-ridden by 
government action. The border price of Canadian natural 
gas exported to the United States, currently established by 
the Federal Government at $1.00 per Mcf, is to be raised to 
$1.40 August 1, 1975, and $1.60 on November 1, 1975. The 
government has indicated that the present method of 


allocating increased revenues obtained from export sales | 


titty 


will be changed so that all producers of gas will share in 
such increases equitably. Currently, your company and 
many others are being penalized for having dedicated the 
majority of their gas production to the Canadian market. 


The Federal budget of June 23, 1975 also announced 
changes in the taxation structure for the oil and gas 
industry to be effective January 1, 1976. While these 
changes provide a modest incentive for increased explora- 
tion spending, the effect on company earnings is expected 
to be minimal and may, in fact, be less favorable than the 
tax reduction formerly scheduled to take effect January 1 of 
next year. The main thrust of the Federal budget had the 
effect of withdrawing a special abatement of 15 percentage 
points of Federal tax and providing a deduction of a 
“resource allowance” of 25% of production profits. This is 
essentially offset however, by a 44% increase in tax rates 
from a previously planned 25% rate to a 36% rate of 
Federal tax effective in 1976. 


PRODUCTION 


Gross production of crude oil and natural gas liquids 
averaged 37,235 barrels daily during the six months ended 
June 30, 1975, a decrease of approximately 12% from the 
same period a year ago. Crude oil production was down 
17%, due primarily to a cutback in export demand. The 
Federal Government reduced the export tax on crude oil by 
80¢ per barrel on June 1 of this year, and it is expected that 
exports will increase toward the maximum allowable as set 
by the National Energy Board for the remainder of the year. 
Condensate sales were also down slightly, whereas 
propane and butane sales increased marginally. 


Consolidated natural gas sales averaged 254 million 
cubic feet daily during the six-month period, down six 
million cubic feet daily in Canada but offset by a similar 
increase from the Gulf Coast area of the United States. 
Average prices more than doubled compared to a year ago 
however, and revenue from gas sales increased corre- 
spondingly, representing 39% of gross operating revenue. 


Sulphur sales, while down 24% in volume to an 
average of 439 tons daily, recorded a 95% increase in 
revenue due primarily to improved prices for offshore 
export sales. The decline in sulphur sales is attributed to a 
decreased fertilizer demand and the general economic 
slow-down. 


DRILLING AND EXPLORATION 


The company participated in the drilling of forty-three 
exploratory wells during the first six months of 1975, of 
which fourteen were productive of oil or gas and twenty- 
nine were abandoned. Thirty-three development wells were 
drilled during the period, twenty-eight of which were 
productive of oil or gas. A total of nineteen wells were 
drilled under farmout agreements at no cost to the 
company. 

Production from shallow gas wells in the Atlee-Buffalo 
area in south eastern Alberta commenced with the comple- 
tion of a dehydration compression plant and gathering 
system. Your company has an 8% interest in these facilities. 
A multi-well development program on 100% owned lands 


in this area commenced in late June. On a separate block 
in the same area, a shallow gas discovery was made and 
follow-up development drilling is planned. 

During the second quarter, drilling continued in the 
Turin area of southern Alberta where we participated in the 
drilling of two oil wells, one gas well and one dry hole. 
Further development drilling is contemplated for this year. 


A dual zone gas well in the Farrow area of central 
Alberta and a Viking gas well in the St. Brides area of 
northern Alberta were successfully completed. Both wells 
are wholly-owned and both areas offer opportunity for 
expansion and development of additional reserves. 

In other areas of Alberta, five wells drilled under 
farmout agreement found gas and are being evaluated at 
this time. The company’s interest varies from 15% to 50%. 

Conservation of oilfield gas at Cherhill in central 
Alberta was initiated in June of this year with the comple- 
tion of gas plant facilities. The company has a 50% interest 
in this plant. Canadian Superior is also participating to the 
extent of 20% in gas conservation facilities presently under 
construction in the Garrington area in south western 
Alberta. 

A well on Melville Island in the Canadian Arctic, drilled 
by Pan Arctic under a farmout agreement at no cost to the 
company, was abandoned in June of 1975. 


INTERNATIONAL Se 


Your company has earned a 7%% interest in an 
offshore permit off the east coast of Oman in return for 
assuining 122% of the costs of a well drilled immediately 
southwest of the island of Masirah in the Arabian Sea. The 
well is currently at a depth of 10,678 feet and is now testing 
through casing. Further operations will depend on the 
results of these tests. 

In the Arabian Gulf, offshore drilling equipment is 
currently being towed from the United States to the waters 
of the Sheikhdom of Ras Al-Khaima where we will par- 
ticipate in the drilling of a well. Canadian Superior will earn 
an 8.4375% interest for assuming 14.0625% of the costs of 
the well. It is anticipated that the well will be spudded in the 


- third quarter. 


Detailed seismic programs have recently been con- 
ducted in Ras Al-Khaima and also in the neighboring 
Sheikhdom of Umm Al-Qaiwain where the company holds 
a 25% interest in the offshore area. Onshore seismic 
programs are currently underway on both the Altiplano and 
Tarija permits in Bolivia and in eastern Kenya. The latter 
program is being conducted under the terms of a farmout 
agreement at no cost to Canadian Superior. The seismic 
program, offshore Bangladesh in the Bay of Bengal, is 
complete and the data is now being analysed with a view to 
the selection of a drilling location. 

In the United Kingdom sector of the North Sea the first 
exploratory well on Block 21/2 has resulted in a discovery 
which tested oil at the rate of 5,540 barrels per day. 
Additional drilling will be required to determine the com- 
mercial significance of the discovery. Canadian Superior 
will earn a 5% interest after all commitments are satisfied. 
An exploratory test drilled on Block 205/26, (west of the 


Vis 


AR20 


Shetland Islands) in which the company has a 4% interest, 
was abandoned on July 24, 1975. 

A farmout test on Block K-12 (3-1/3% interest) in the 
Netherlands sector is now drilling at no cost to your 
company. 

At a Federal lease sale held on May 28 in the Gulf of 
Mexico, Canadian Superior participated in high bids on two 
parcels. One bid was subsequently rejected by the Govern- 
ment and we were only awarded a lease on Block 119 (West 
Delta area — offshore Louisiana) in which we hold a 5% 
interest. A Federal lease sale was held on July 29 and your 
company, in participation with others, were high bidders on 
five blocks in offshore Texas and three blocks in offshore 
Louisiana. The final outcome is still subject to confirmation 
or rejection by the Federal Government. 


Drilling platforms have now been installed on Blocks 
110 and A-323 in the High Island Area of Offshore Texas 
where our interest is 1.5%. Development drilling is now in 
progress. 

The company has entered into an agreement to earn a 
50% interest in five quarter blocks (1,440 acres each), 
located in Texas State waters (Galveston area), for 
assuming 60% of the cost of a well plus 50% of previous 
seismic and lease costs. The well is currently drilling on 
Block 249-L. 

Both fields on Blocks 296 and 306 (Eugene Island area 
— offshore Louisiana) in which the company has a 5% and 
5.6% interest respectively are now fully developed. Produc- 
tion facilities are nearing completion on Block 249 (South 
Marsh Island area) in which we have a 7% interest. 


A. E. FELDMEYER 
President 


July 30, 1975. 
Calgary, Alberta 
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Consolidated Statement of Income 


Six Months Ended 


Three Months Ended 


Consolidated Statement of Changes in Financial Position 


Six Months Ended 


Three Months Ended 


June 30 June 30 June 30 June 30 
1975 1974 1975 1974 1975 1974 1975 1974 
INCOME Restated (1) Restated (1) SOURCE OF WORKING CAPITAL Restated (1) Restated (1) 
Gross operating income, less royalties and mineral taxes $55,547,080 $40,436,743 $25,570,587 $21,259,053 Net Income $16,988,900 $14,284,997 $ 6,323,029 $ 7,666,988 
Interest, dividends and other income 3,045,369 3,188,033 745,108 1,443,852 Add charges to income not requiring the use ae 
58599449 A604 776 eae RAE TOO SAD ONE of working capital including depreciation, depletion, 
802,880 farsa 16 26,315,695 22,702,905 leases abandoned and deferred income taxes 4,511,719 4,431,145 1,680,868 2,546,549 
EXPEN 21,500,619 18,716,142 8,003,897 10,213,537 
. BES erated f Add drilling and exploration expenditures 11,740,355 8,343,611 5,936,296 3,384,571 
Operating, administrative and general 8,237,896 6,652,953 4,319,512 3,517,241 ue “os SS) aS 
i Working capital provided from operation before 
Rents of OE hel aye’ properties : 1,146,809 1,046,831 591,666 506,417 drilling and exploration expenditures 33,240,974 27,059,753 13,940,193 13,598,108 
Exploration — geological and geophysical 3,237,061 3,369,013 1,445,549 1,620,950 | 
Intangible drilling expenditures 8,503,294 4,974,598 4,490,747 1,763,621 Capital stock issued for cash = 68,640 a 37,440 
Depreciation 3,287,047 3,137,308 1,651,221 1,648,871 Me lhge maleate |) aN eee 3 sien 101,619 
Depletion 431,315 446,208 204,144 212,320 33,274,831 = _ 47,280,783 13,959,507 13,737,167 
Leases Gnae denen, 3,058,357 1,127,629 1,041,503 818,458 USE OF WORKING CAPITAL 
» 7878 Capital expenditures 
901,77 20,754,54 13,744,342-——_10,087,87 ie 
27,901,779 0,754,540 — _13,744,342~—_10,087,878_ Lease acquisition 6,473,189 7,163,370 1,490,780 4,464,336 
Plant and equipment 4,681,416 2,040,726 1,847,965 1,107,892 
INCOME BEFORE INCOME TAXES 30,690,670 22,870,236 12,571,353 12,615,027 Exploration — geological and geophysical _ 3,237,061 3,369,013 1,445,549 1,620,950 
Provision for income taxes Intangible drilling costs : 8,503,294 4,974,598 4,490,747 1,763,621 
Current 15,966,770 8,865,239 7,464,324 5,081,139 Total capital, drilling and Drennan Sea rine ras 22,894,960 17,547,707 9,275,041 8,956,799 
Deferred (2,265,000) (280,000) (1,216,000) (133,100) Investment in other companies 1,434,790 | 218,147 528,463 105,504 
13,701,770 8,585,239 6,248,324 4,948,039 Decrease in prepaid gas revenue 150,282 | 84,640 84,663 43,656 
Miscellaneous : 293,905 ___ 156,397 10,611 (196,521) 
NET INCOME FOR THE PERIOD $16,988,900 $14,284,997 $ 6,323,029 $ 7,666,988 24,773,937 18,006,891 9,898,778 8,909,438 
——S a a ee Increase in Working Capital $ 8,500,894 $ 9,273,892 $ 4,060,729 $ 4,827,729 
' Average shares outstanding 8,553,286 8,549,519 8,553,286 8,550,419 edn ER eS kN i. te Nit beter ES Rees Vlas 
h ee gee TS an ra Cg LC Om $1.99 $1.67 $0.74 $0.90 As at June 30 
se eel and alba ra MAJOR BALANCE SHEET ITEMS 1975 1974 
(1) Income tax restated to reflect retroactive changes to May 6, 1974 Current assets $64,404,085 $40,416, 6.717 
in accordance with the Federal Budget of November 18,1974 together Current liabilities 17,424,315 12,506,567 
with related provincial changes. Working capital 46,979,770 27,910,150 
Properties, plant and equipment — — net 109,961,174 102,671,085 
Shareholders’ equity 159,337,284 125,990,268 
ae - ve! _ OPERATING RESULTS — “ihe ces ' APPROVED ON BEHALF OF THE BOARD: 
sete Crude oil and natural gas liquids production an 5 
< = barrelsdaily . . . - ee er 37,235 42,108 35,504 Senas 
_ Natural gas sales — million cubic feet dally : 254 254 Pete SAT “a3 DIRECTOR (Oi Littrp2ce<<— DIRECTOR 
Sulphur production — long tons daily ewe: Wine) ga mudeaie. as 829 826 777 
Bt camctet artim, erin 439 580 464 676 


ws 


* Sulphur sales —long tons daily — : 


ee fhe petite | pe 


bagels Bh Th a paca fay Hn ‘ eras * eileaite ; i __ These statements include all normal adjustments and ace ie but araletananens Hat plat men . 


